VCS Units 2 & 3 - Q2 President’s Meeting — June 30, 2016

Lonnie,

From the Jeff Archie led pre-meeting that Jason and | attended at the site on
June 23 ... the 5 areas (below) were discussed ... and are planned topics for the
Q2 Presidents Meeting.

At this point ... I'm not sure what the order the topics will be covered ... but
expect discussion around these areas.

There was a herd of people at the pre-meeting including Fluor: Garry Flowers,
Jeff Hawkins ... and WEC: Jeff Benjamin and Carl Churchman.

Per Benjamin ... Danny Roderick will be the Toshiba representative this time.
Per Benjamin ... Danny will be able to speak to Toshiba financial health issues.

In addition to the 5 topics listed below ... | reminded Jeff Archie that Schedule
Validation and Project Metrics were discussed in detail at the Q1 meeting ... and
Santee Cooper would expect a CEO update on these as well ... Jeff made notes
on this.

So ... below you will find black bullets ... which are general updates on these
topics ... and blue bullets ... which should make for good questions and talking
points,

1. Construction Efficiency / Schedule Adherence
» Efficiency:
o It's hard to tell if efficiency is picking up.
o Performance Factor (PF) is still around 1.9 and monthly progress is
still around .6% per month.

o Still struggling with nuclear island ... for all the same reasons
* Constructability
* Design Change paper - E&DCR and N&Ds
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It would be good to have Flowers / Seaton opine on construction
efficiency.

From Fluor’s perspective ... what could be done to make things
better?

* Schedule Adherence
o Churchman / Hawkins ... still very focused ... hitting milestones.
* Unit 2 - CAO3 on the hook for this Sat, June 25
* Unit 2 - CAO2 to follow ... may be set by Presidents Meeting

= Probably worth a few CEO words of praise.

2. Prevention of anc aly Resolution of Design Issues
« You will hear about constructability review planning ... Tiger Teams ... 6
new site engineers ... and offsite engineering support from Cranberry and
Spain.
¢ Churchman believes things are getting better ... however ... does not have
metrics to prove it ... Churchman has just let a project to develop metrics
to track its own engineering issues.
Does Fluor agree things are getting better ... Hawkins opinion would
be worth hearing?
Do WEC resources support Fluor ... and the Aug / Aug dates ...
critical path continues to slip?
3. Modules - Structural and Mechanical

* Structural Modules
o Unit 2 .., we are in good shape
* Last 2..CAD2 & CAD3 ... may be set by this meeting.
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o Unit3

* CA20 ... 1st half has been set ... 2™ half on schedule for Aug
= CAD4 .. complete and set
* (CADS5 ... complete and set
* CAO01... being assembled in MAB

¢ Last modules from Japan on ship

e Dec 2016 ... is milestone to set this module

Probe WEC / Fluor confidence in the goal?

= CA02 ... all submodules on site ... assembly required
* CAD3 (Lake Charles)

e 15 of 17 submodules still in LC

s WEC - CB&l ... embroiled in commercial issue

o Problem at Woodlands ... not LC
e WEC .. alternate plans ... do not support Aug 2020

* Owners predicted this fiasco during negotiations Q3
2015 ... project needed a clean break from CB&I ... this
should not come as a surprise to anyone ... poor
planning

Mechanical Modules ... are another Lake Charles liability
o Unit 2 - 18 modules remain in LC
o Unit 3 - 40 modules remain in LC

What the heck is the WEC plan here ... how many times can you get bitten
by the same rattle snake before you swing the bush axe?
What is Roderick doing ... probe his engagement.
Archie & Benjamin discussed getting Kevin Marsh to call Phil Asherman
for some relief ... but | would caution that.
| am having recall problems at the moment (at least on details -
Pelcher is researching) ... but about a week following the Oct 27
Amendment ... Phil Asherman sent Kevin Marsh (and maybe you) a
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letter requesting roughly S30M for an alleged promise that Kevin
had made during negotiations ... do you recall anything on this??
WEC advised the Project to ignore Phil’s letter ... so we did.

o Anyway, I'm not sure a Kevin call to the Woodlands would help ...
you and Kevin may want to discuss this.

4. Construction Resources
¢ Fluor ramp-up goal ... ~ 800 - 1000 new craft ... by year’s end:
o To date ... Fluor has netted about 300 new craft
* Attrition running high (~20%) ... and is a problem

o Fluor is making progress ... but this is a real challenge
= Nuclear job isn't as attractive as you might think
* |ts long term, but some folks can’t tolerate the pace

o Fluor has ... and is ... building a case that a wage increase will be
necessary to attract and keep resources.
* WEC (Benjamin) is pushing back hard on this,
= A Fluor / WEC war ... is in the early stages.

. Critical path structural modules are on site and other work fronts
are available ... but cannot be worked due to lack of manpower.

. Now ... is not the proper time for WEC to be disputing labor rates.

. With all the pressure that currently exists on the Aug / Aug dates,
including PTCs in jeopardy ... Fluor needs the ability to use good
judgement and get people on site ... get the work going.

* S$300M Bonus ... awaits WEC if successful

* S676M LD ... awaits WEC if not

* WEC can argue and call for cut-backs (if appropriate) at a
later date.
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Lonnie ... poke and probe this area if you can ... Fluor needs some
help.

"

Basic commaodity procurement ... is a big issue and mess left over from
CB&I.

Work packages ... are not complete if materials are not on site.
Churchman & Hawkins ... very concerned ... but measures are being put in
place to correct.

Timeline for resolution not clear ... difficult to gage project impact ...
although it is big ... effects daily work and efficiency.
Would be good to hear from Roderick / Seaton on this.
. Are they up to speed .., and engaged?
o What are they doing to help provide a timely resolution?

Schedule Validation
¢ Fluor's Sep 1 delivery date to WEC ... seemed a little soft this time.

o Garry Flowers ... actually didn’t remember that Sep 1 was the target
date discussed in detail at the Apr 13" meeting.

This is a big deal Lonnie ... as you well know ... it drives everything.

Need to get this work into WECs hands as soon as practical ... because
WEC and Fluor will negotiate / battle over labor and costs for weeks I'm
sure.

Project has to have a complete, resource loaded schedule ... and

metrics to go along with it ... without it there is no credible

measuring stick.

* We cannot continue down the road on “trust me we are
making our milestones.”
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Project Metrics

* | sent you the metrics package earlier today.

* It's a good package and will be a good tool ... just needs refining
o Jason will work with SCANA, Fluor and WEC to make this happen.
*= It's a much easier lift with Fluor on board
* Fluor knows what is needed to run a new build

* We need a validated schedule (man hours & quantities) so that the
denominators on all the metrics are well vetted and locked down.
o When this occurs ... the metrics will be dependable and a useful tool
for tracking progress.

LA

From a CEOs perspective ... | believe everything above boils down to the
following:

1. Schedule Validation ... and the associated project metrics.
a. When will this effort be completed?
i. Schedule is the guiding light and stakeholder measuring stick
... We cannot go on much longer without it,

2. Critical Path Materials ... do deliveries support the schedule.
a. Where the answer is no ... Roderick needs to convince you and
Kevin that WEC is taking the necessary measures to resolve

3. Productivity ... what needs to be done to be achieve 3% progress
a. Is WEC staffing (its own) problem areas in a manner that supports
the end dates? Does Fluor agree?
b. Does WEC support Fluor in taking the measures necessary to get
the craft labor ramped-up ... in order to get the project moving?

The end.
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SCE

1

BECHTEL REPORT ACTION PLAN

ONCERNS

What disclosure to make to ORS—Marion Cherry is aware of internal SCERG emails and verbal
communications revealing that ORS s aware that a project assessment was being dene, and
recent inquiries have from ORS ta SCERG checking on status of assessment report. On
02/10/16, Mike Baxley asked Al Bynum how SCE&G legal intended to handle this dis-losure and
received the answer that Al did not know, would have to check on this, and would b2 back in
touch

What bond disclosures are required —This same concern applies to Santee Coaper, disclosures
should be similar

What mitigation effort is required to defend potential shareholder suit—Now that SCEAG s
specifically aware of prablems raised in repert, failure to act may result in D&D labi ity

SANTEE COOPER PROPOSAL FOR USE OF REPORT

1

We will continue te cooperate, within the law, with SCE&G's efforts to avoid disclosure on the
condition that SCE&G will agree to use the document as a template for project administration
changes to be jeintly decided, but mest include:

(a) The hiring of an EPC nuclear constructien-experienced owners' engineer with autharity to
manage the preject, Bechtel is not excluded frem consideration;

{b) An internai SCE&G project management change that will increase managerial staff and be
led by a nuclear construction-expenenced individual who is a direct report to Kevin Marsh
whose sale responsibility is managing this construction project;

{¢) The Bechtel Report will be reviewed jointly by SCERG and Santee Cooper leadership, section
by section, together with Bechtel analysts, to determine specifically what admin strative and
operations changes will be made going forward with the project, effective immadiately, and,

{d) Each change will include an objective metric to determine compliance and success.

SANTEE COOPER ACTION STEPS

1

First step, determine from Al Bynum what ORS disclosures are contemplated, this will
substantially drive all other disclosures.

No later than February 19 schedule a meeting of attormeys in Columbia, with George Wenick
present, to develop a proposal for disclosures and distribution of the Report document, this
meeting to produce a recommendation for meeting scheduled in Step 3 below,

No later than February 26, schedule an all day meeting in Columbia with business and legal
teams and Bechtel analysts to review the report section by section to produce a plar for
operations and administration for the project. This meeting will also consider the proposed
disclosure plan prepared by the legal teams.

Prior to February 26 meeting, to avoid surprise, Lonnie will telephone Kevin with specifics of
Santee Cooper’s position with respect to management changes at project
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October 1, 2015

Mr. Danny L. Roderick
President and Chief Executive Officer
Westinghouse Electric Company, LLC

1000 Westinghouse Electric Drive
Cranberry Township, Pennsylvania 16066 S\
Dear Danny: DU
/\‘ A
For the better part of four weeks, we've been discussing a specific proposa \Qh; us by
Westinghouse and memorialized in a September 127 term sheet. This propos. r 1o settle all

existing disputes between the Owners and Westinghouse under the May 2
in the process, allow Westinghouse to cleanly remove Chicago Bridge &

A purported indirect benefit 10 the Dwners from Westing
V. C Summer Project schedule on track and to put the Owneryn{
schedule than would be the case if Chicago Bridge & tron 'w\
under the current arrangement,  Further, as it has been e o the Owners, this proposed
settlement is one of three related deals that Wemnghon}g gotiating at this time, the other two
deals being with the Owners of the Plant Vogtle g,(okl and with Chicago Bridge & iron, respectively
On the Owners sent Westinghouse %k!bqn‘;l counterproposal to Westinghouse's
September 12" term sheet. W NN

L .

Given how Westinghouse ini \ ;Q}?tomersamn, our discussions have been necessarily
limited by the four corners of tf\@ {and now counterproposal) and its Iimited, t me-sensitive
objectives. Although those dlsii; N been useful, the purpose of this letter is ta mave heyond
thase discussions and re broadly the longer term objectives of both Toshiba and
Westinghouse,; the Ow{f and the Project itself. By considering those broad objectives and the
SYNergies among th&;. Wpe is that we will be able to continue our conversation about how to put
this praject on 5:1 toward completion regardless of whether Westinghouse Is successful in quickly

closing the three'deals it is presently negotiating.

% proposal would be to get the
N\

er place in terms of cost and

in associated with the Project

What ¢ hibo and its wholly-owned subsidiary Westinghouse Electric Company need?

R .
e, W

. mvits sales literature, Westinghouse describes the AP1000 Pressurized Water Reactor as *. . the
sales'(’t%d most economical nuciear power piant available in the worldwide commercial marketplace.”
Not only does Westinghouse believe that is the case, but South Carolina Eleciric & Gas Company
(SCE&G) and Santee Cooper believe that as weil, demonstrated most conclusively by executing the
Engineering, Procurement, and Construction Agreement with Westinghouse and Stone & Webster (the
latter then-owned by The Shaw Group, Inc,) in 2008. To put a finer point or this, by executing the EPC
Agreement, SCEEG and Santee Cooper made the largest financial commitments their respective
companies had ever made up to that time - - or since - - and accepting the opportunity cost and burden

1
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associated with this financial commitment in this first of its kind technology, The Owners have skin in
the game.

Further, just as Westinghouse and its parent company Toshiba hope to market and build many
more APL00D units throughout the worid, the Owners want Westinghouse 1o be successful in this
endeavor. The Owners believe, and they hope Westinghouse and Toshiba are still optimistic enough to
believe, that the value generated from Westinghouse AP1000 contracts executed to date, are a fraction
of what is possible, and approach their negotiations with the Owners from that broader mupaﬂe

N\

However, to be successful in this undertaking, Westinghouse has to demonstrat
future customers that it can actually build these units on time and on budget, and t
operate as advertised. Put another way, if Westinghouse and Toshiba hope to SUCC
additional AP1000 units beyond the limited number of units now under const h,\ need to have
AP1000 units successfully constructed and operating smoothly, so that pot mers can realize
the value of these accomplishments. In terms of building the ‘AP1000 mber of successful
operating units throughout the world would certainly advance tha

To meet this important goal, what Westinghouse and in the near term is a fully
ble execution plan and schedule.

ject it must first remove its

Westinghouse asserts that in order to successfully com,
Consortium partner Chicago Bridge & Iron from the Pro h as a practical matter means acquiring
the necessary CB&I Stone & Webster assets and nel associated with the Project; resolving all

commercial issues it has with Chicago 8r the Consortium Agreement; and abtaining
from the Owners a full and unqualified releg: q{ Chicago Bridge & Iron Parental Guaranty

What does SCE&G, Santsc and their respective regulators, customers and
N \) shareholders need?

o

The Owners long ted ds are much easier 1o describe: Two fully complete AP1000 Nuclear
Units in commercial op{?a \ V. C. Summer site in time to realize full benefit of the available
Federal Production ﬂ:x {i.e., both units in service prior to January 1, 2021).

¢ R
The OWners immediate needs are these:

\‘Transparency as the Project moves forward.
_ ¥ Credibility in the financial markets.
o ¥ Credibility with regulators and customers.
¥ Assurance that Toshiba Corporation, the owner of Westinghouse Electric Company, Is
fully committed to the success of this Project and has “skin in the game

. -

o N\
k%»@n Integrated construction plan that ensures schedule adherence and cost containment
"\U
\7~ (
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From an EPC success perspective, what does the V. C. Summer Project need?

The Project’s needs include assuring that a competent and integrated project team s hﬁtﬂed
operating in a genuine and robust atmosphere of transparency and mutua’ trust. Toshiba, Wgs!nghuse
and the Owners need to comfortably see themselves as members of a single team pu

committed Lo the completion of the V. C. Summer Praject. Put another way, those 'gw t 3
Project, regardiess of who signs their paycheck, need to view themselves as metnbe f a single team
dedicated to the success of the Project, rather than “counterparties” under varl nents related
to the project, attempting 1o extract as much value as possible for their ?nphylf

Maore specifically, the Project’s immediate needs include: ﬁ( ) B »

-

v Completed Bechtel Assessment. ~
v Completed AP1000 Design. . W )
v Completed Balance of Plant Design. - N\ \3. "

¥ Achievable Project execution plan and S(htdnll "

v

Construction/Equipment Delivery Milestboe Payments / Delay L quidated Damages designed
to drive schedule adherence.
v Competent Project mtegmor tap)ble ‘of coordinating and ensuring the timedy completion of

ali aspects of £ NS
o Engineering ™ \’( “
o Engineerin '&)\h@djmnngemm

o Procure
o Co
v Awell ntlnaged‘ orid highly competent construction team committed to the t mely

complethp of the Project.
A

A path forward
PMMO M THE BECHTEL ASSESSMENT

}XO dul can take place between Westinghouse and the Owners without the comgletion of the
Bechtal Project Assessment, which in turn demands complete transparency and the Consortium’s full
and timely support in providing Bechtel all of the information it needs for this purpose.

PRIOWITY #2: TOSHIBA CORPORATION: "SXiN IN THE Game’

As noted earlier in this letter, everybody has an interest in getting this Project bui t: For the
Owners, that interest is putting two carbon free, base load units on line at the sarliest possible date to
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serve the needs of our customers and the State of South Carolina. For Toshiba and Westinghouse, that
interest is building the "AP1000 brand' for the purpose of marketing this technology by demanstrating to
the world that the AP1000 can in fact be built and, once built, will operate as advertised.

As this Project has maved forward, it has become evident to the Owners that they have been
asked to bear an undue share of the developmental costs of this first of a kind technoelogy - - an
investment that should benefit Westinghouse and its owner, Toshiba over the long term. For example,
by executing the 2008 EPC Agreement and on the strength of representations by the Consort the
Owners apparently undertook the risk that the AP1000 design was and would be suﬁldem%
meet the substantial completion dates. In the same vein, by executing the EPC %

fec

also apparently undertook the risk that Westinghouse would be able to work ¢ the
contractor it had chosen in forming the Consortium to build this first of a kind upits, ¢ ]
\\ v
In addition, as this Project has moved forward, the Owners have asingly concerned
that Toshiba and Westinghouse might not be fully committed to 1000 brand, but are

taking @ more myopic view of their interests, seeking to extract w i5 10 be had from the
AP1000 design from the handful of EPC agreements it presently place

Understanding that Westinghouse requires the t to cancel the Chicago Bridge &
iron Parental Guaranty and, with Toshiba and Westing lly understanding that the Dwners
need a demonstration that Toshiba is committed tq{m by putting some ‘skin in the game’, the

»

Owners are proposing
‘R‘V
e That Toshiba replace its cuﬁ ment-only Parental Guaranty with a Toshiba
Payment and
o  That the Owners obgortunity to formally meet with Mr. Shiga Shigenori before
execuling any

PRIORITY #3: MOVING Fomm;L : R WITH AN OWNER'S ENGINEER PROJECT MODEL

Qver the compéof ﬂ\e‘Pro}ec! it has become painfully apparent to the Owners that the
Consortium lacks thé\t\n to provide effective project integration including the project controls
necessary 1o mre the timely completion of all EPC activities on a project of this scale. The reasons for
this mabmtvag nh entirely understood by the Owners, although they likely involve some mix of a lack
of pro}ec maturity; insufficient resources to support the current AP1000 projects; a lack of
tion and controls expertise; and internal commercial issues Initially between
and The Shaw Group and now between Westinghouse and Chicago Bridge & Iron. The
Ow do not believe that the acquisition by Westinghouse of the assets of CB&I Stone & Webster
coupled with the introduction of a new and untested nuclear project manager/constructor serving as a
subcontractor 10 Westinghouse will provide adequate assurance (nor Owner visibility) that the Project
ssues will be resolved in a timely manner to complete the Project on a predictable schedule.
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In light of this, the Owners strongly believe that a reputable, third party Owner's Engineer s
needed a1 this juncture to assist Westinghouse and the Owners with the completion of this Project. This
project model will provide much needed credibility for all Parties. We reguest that Weﬂnghom&
immedsataly accept an Owner's Engineer to the Project to begin open and transparant dn,cumnn; on

msues including;

:n

Evaluation of the current Wastinghouse proposed deal

Status of all engineering, procurement & construction activities:
Status of all supply chain issues & mitigation plans

EPC project integration & project controls.

EPC structure and processes

Development of achievable project and cost schedules.

As a path forward, full agreement on the "3 pnoriﬁas“hﬁeﬂ above will best position
Westinghouse to remove Chicago Bridge & lron from the P«o]ut After you have reviewed ths letter,
please contact me so that we can set up a time for the Owners and Westinghouse to discuss this in more

detall

Sincerely,

Kevin Marsh

Cc: Mr. Shiga Shigenor)
Mr. Lonnie Carter
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Hartley, Amy

From:

Sent;

To:

Subject:
Attachments:

A mny

Plegse print and in¢

Lonme

Sent from my 1Pag

Larter. Loasme

Tuesday, Jure 09, 2015 2.172 PM
Hartley, Amy

fwd CEO Talking Points

JO15 06 05 - CEO Meeting Tallong Points - Background Information pdf. ATTO0001 htm

fude in the info you send ta tha houss. Thanks

Begin forwarded meassage

From: "Croshy. Michae!l" <mit hael n_r,t_yl'j: santeecooper.com>
Date: June 5, 7015 at 8:25:16 AM EDT

To: "Carter

Lonme” <lonnie carter@santeecooper coma>, "Hartley, Amy" <amy hartley @ santeecooper.com>

Subject: CEO Talking Points

LOnnmie,

| added a few meces of information 1o the document

Please disregard the one | sent last night dated 2015 06 04

Amy

Please color print the attached doc

Thanks
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Compiletfion of the WEC AP1000 design has been a significant project challenge
affecting procurement and construction. The incomplete design of the AP1000
has resulted in 3 - 4 years of inefficient (and very poor| site execution. As g resulf,
the Consortium has not been able to achieve success on any schedule or cost
estimate published to dote,

These issues have created a significant question of Consorfium credibility
regarding the delivery of the project. To move forward, the Owners plen to
pursue a 3¢ party evaluation 1o clearly define the issues impeding progress and
o detlermine mifigative strategies necessary 10 ensure the project's success.
and in turn. the success of all parties.

Following are talking points that substantiote incomplete design os the orimaory
project impediment along with the projected cumulatfive impact on Torget Cost

INCOMPLETE DESIGN
1. Original EPC (Moy 2008) GSCDs: Apr 2016 / Jan 2019

¢ Loke Charles
Poor performance from onset was masked by the following issues
« COL delay
* Basemat rebar issues
* Engineering & Design Coordination Reports (ELDCRs) were an
issue as well ... but had not come into tocus at this ime,

For infarmation ... E&DCRs can be issued by the design outhority lunsol cited) or

solicited by a party in the field [site construction. fabrication shop, etc.) to
resolve constructability or non-conformance issues.

Poge 1 gt 9
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2. EPC Settlement (Jul 2012) GSCDs: Mar 2017 / May 2018
* Two (2) fabrication shops now involved:

CBI-LC ... known poor performer for a number of reasons including:
s Poor nuclear safety culture [chilled work evwironment|
* inability to properly document work
*  Material fraceability issues
* Inability to ship submodules with C of Cs
= Site Level D Storage (quanfity of)
o Incomplete submodules delivered fo site
o Rework required at site
s Lack of design maturity {volume of E&DCRs)

* Regarding design maturity ... Unit 2 CA2C is an exomole;
however, any structural module is applicable

e CAZ20scheduled hook Jan 2013 (suty 2012 Settemant)
e CA20set on Nuclear Island Mgy 2014 (18 montas late)
CA20 set with 308 open ERDCRs against it
CAZ0 shill has XXX open EADCRs.
Wall concrete not placed over | year later.

* Volume of design changes ... per CB&I project management,
CB&I-LC is working on a commercial claim against
Westinghouse for CB&I's inability 1o fabricate / deliver
submaodules on any prescrbed schedule,

© Newport News Industries (NNI)

* Owners' understanding was that NNI supported the July 2012
Setiement Schedule ... with no expediting required,

o ELDCRs have been a significant issue from the onset
and eventually led to a significant chonge order
request from NNI (more delails below).

Poage 20l 9
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CEO Meeting Talking Points - Background Information

3. Module Delay (Jun 2013) SCDs: Dec 2017 - Mar 2018 / Dec 2018 - Mar 2019

* Engineering is o challenge ... at Presidents' Meeting |Dac 2013) - Jaff
genjamin announced the need for a Rebaselined Schedule. A dafinifion
for "engineering complete” had recently been established at WEC and
engineering was 1o be completed as follows:

Civil { Structural Jan 2014
o All other disciplines Fetb 2014

The above engineering milestones were nof achieved,

* Engineering completion revisited ... in lan 2015, WEC committed to
achieving an "engineering compiete” milestone by Apr 30, 2015.

* Engineering milestone partiaily achieved ... on Apr 30, 2015, WEC claimed
thal the issuance of all Rev 0 drawings was achieved for the Nuclear
Isiand [oniy) ... but with the following exceptions:

Auxiliary Building
s Electncal raceway design above Eev, 100
* Roof design
In addition |per the May Project Review Meeting update) engineering design is

not complete for the Annex Bullding, Turbine Building, and balance of
plant site specific areas.

4. Rebased Sched (Aug 2014) SCDs: Dec 2018 - Jun 2019 / Dec 2019 - Jun 2020

» Lake Charles was de-scoped in 2014,

* Four |4) new tabrication vendors were added to the sLbmodule supply
chain (0w, SMCH, Tashiba, ),

o Oregon Iron Works (OIW) - Unit 3 CA20 - 13 of 72 submodules
= All 13 are late,

Poge 3of ¢
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s | received
* Qver 1000 E3DCRs issued o date

* CA20is clearly sfill being designed.

Lake Charles - Unit 3 CA20 - 59 of 72 submodules
o 250t 59 received (24 late)

Unit 3 - Jun 2020 Schedule
CAZ20 hook date = Sep 2015
No longer achievable
Hook currently fracking to Feb 2016 (5 months late)

SMCI - CAC3 [both unifs) = 34 submodules '17 per unil)

= Only 2 of 34 received

o All Unit 2 submodules are past due,

e Trip to Flonda [Feb 2015) ... SMCI disclosed that the volume of
EADCRs received lo date has significantly impacted ils
delivery schedule,

e SMCI has had ather significant procedural type issues that
nave resulted in self-imposed stop wark oders
o CB&l plans to move (some) CAD3 scope back to Lake Charles

Unit 2 - Jun 2019 Schedule
CAQ3 hook date = Oct 2015
No longer achievable
Hook tracking to May 2016 (7 months late)

Unit 3 - Jun 2020 Schedule
CAO3 hook date = May 2014
No longer achievable
Hook tracking fo Feb 2017 (9 months late)

Page 4ot ¥
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CEQ Meeting Talking Points ~ Background Information

Toshiba (Tokyo) - Unit 3 CAQ1 - 22 of 47 submodules
* Over 600 ELDCRs issued to date.

IHI (Tokyo) - Unit 3 CAD1 - 25 of 47 submodules
* Over 900 ELDCRs issued to date
e QOver 100 EADRCs have had direc! schedule impact

Unit 3 - Jun 2020 Schedule
CAQ1 hook date = Feb 20146
No longer achievable
Hook tracking to Jun 2016 (4 monins lote)

5. Rebased Sched (curment into) SCDs: Jun 2019 / Jun 2020

* Dec 2018/ Dec 2019 SCDs ... in Jan 2015 the Consortium acknowledged
that the Dec 2018 / Dec 2019 dates were not achievable,

* Shield Building Wall Panels require significant expediting ... the Owners
further learned that the Jun 2019 / Jun 2020 dates would require
expediting material for the Units as follows:

Unit 2~ 3 months expediting required
Unit 3 - 5 months expedifing required

* NNl -scope: Shield Building Panels {both units) - 334 oanels [167 per unit)

$20M CO - on Apr 23, 2015, the Owners learmed that NNI had issued
CB&I a change order due to the volume of design changes
* CB&lpaid $10M in good faith to keep work going
» CB&I| / NNI-cumrently renegoticting T&M cenfract to allow
work to confinue,

CB&I / WEC - are currently in binding arbitration over issues at NNI
» CBA&lis projected to hit hard dollar ceiling Jan 2016 . , af
which time work could stop

Page 5ol 9
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* Engineering changes continue to accumulate ... ond impede schedule
performance on nuclear isiand verfical construction, Following are recent
examples:

> Nuclear Island Concrete work - an engineering change to
embedments and rebar configurafion has mpacted concrete
layers 3, 4. & 5. Issues with engineering code for welded reaar
couplers ([actual design vs icensing basis| has stopped concrete
placements. LARs are in process {o resolve the issues, Lift & set of
structural module CAQ1 is now projected 1o be a minimum of 3.1/2
maonths lote depending on licensing cutcome.

Shieid Building Transition Ring (Elev. 100) - late engineering design
chenges for Layer E rebar doweis are delaying concrete placement
work necessary to begin shield building fransition ring Installkation,

* Execution of critical path work .. CB&| continues to fail on execuling
critical path work.
Two self-impaosed stop work actions were required because of lack
of work control in the containment vessel (core-drll iIncident & anchor
instofafion procedures).
Unit 2 guaranteed substantial completion date is cumrently fracking
101 days lote based on the Jun 2019 schedule received ALg 2014,

* Progress over last 2 years - less than 8% of CB&| direc! work has been
completed,

* Progress required to achieve Jun 2019 / Jun 2020 SCDs - 847 of the work
must be completed over the next 4-1/2 years.

* Regulatory and financial support in jeopardy - the continued failure to
meet schedule has severely impacted project credibility

Owners’ credit rafings have been impacted
5 SCE&Gs BLRA rate recovery Is of risk.

Poge é ot @
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* Produclion Tax Credits in jeopardy - due 1o the uncertainty of shield
building matenal delivenes ... the Owner has little conficence in the
consorfium’s ability to complete Unit 3 by the end of 2020,

PROJECTED CUMULATIVE IMPACT ON COST
1. Consortium has litle credibility ... for developing a realistic cost estimate.
= EAC (Aug 2014) ... Is the latest example

Target Costs ... in first seven months following receipt of the EAC
were $96. 1M above the estimate.

* Direct Craft Productivity Factor [EAC basis 1.15) ... averaged
2.23 resulting in $16.6M in additional costs.

* Indirect fo Direct Craft Labor Ratio (EAC bosi 0.39) ... averaged
1.34 resulting in $31.4M in additional costs.

* Field Non-manual to Direct Craft Labor Ratio (EAC basis 0.53) ...
averoged |.29 resulting in 548.1M in addifional costs,

Page 7ot 9
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2. Supporting Charts

. Target Cost - $96.1M over EAC basis in 7 months following receipt of EAC
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Larnin M, Cartpr

Facde™t o

*Confidential Contract Negotiations*

August 23, 2013

Kevin B Marsh

Chairman & CEOQ

SCEAG

220 Operation Way D302
Cayce. South Carolina 289033

Dear Kevin

For aimost two years, SCEAG and Santee Cooper have been working with the Consortium
(Westinghouse and CBS&I) to comect submodule delivery issues from the Lake Charles
favrication faciity When we discussad these problems earlier this year, we were hopeful that
the Chicago Bridge & lron (CB&I} acquisition of The Shaw Group (February 2013} would have
an overall positive impact on the project, and particularly a postive impact on the Consortium’s
abiiity to fabncate and deliver submodules.

On April 8, 2013, we met in Columba with CB&! executive leadershio to review its module
fabrication status, to include s plan to correct Lake Charies perfoermance ssies CBSI
committed 10 deliver 83 submodules by the end of 2013 Several days after the meeting, CB&I
provided its submodule delivery schadule also dated April 9. 2013, which committed CBE! 10
only 69 submodules for the remaindsar of 2013

As anticipated the CBA&| submodule delivery schedule was integrated into the oveall project
schedule and resultad In a delay 10 substantial completion of V.C. Summer Unit 2 Tmis delay
was quantified as nine to twelve months and publicly announced to the financial community by
SCEAG at an Analyst Day presentation June 5 2013

As | am sure you are aware, based on the CB&I scheduie only five of tniteen scheduled
submodules have baen delivered as of this witing  Although early indications seemed positive
that CB&I executive management were engaged in improving the performance at Lake Charles,
the delivery record unfortunately demonstrates otherwise. placing the project schedule n
eopardy once again. | know you agree that this is unacceptable

The Consortium's inabiity to deliver submodules has been a major source of concern and risk
for this project for a long time At the last president's meeting on June 21 2013, the
Westinghouse and CB&I discussion demonstrated that they do not function well as a team to
resclve critical project issues. The Consortum's schedule performance, incliding any
associated module delay costs currently embaddad in project costs or future claims aga:nst the
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Kevin B: Marsh
August 23 2013
Page 2

project, are simply unacceptable to Santee Cooper. Our view is that tha Consortium's inability to
fufill their contractual commitments in a timely matter places the project’s future in danger
SCE&G ana Santee Cooper nead 1o axamine togethar the remeaies provided for under the EPC
for the Consortium's fallure to perform and exercise the fullest extent those remedies to protect
our interasts

Kevin, based on our discussion, | know that you shara my concern for the fabricatien of the
submodules in a timely manner This has become a critical issua for the project and our
companies. | recommend that we maet with our sanior team members invoived in the project
and develop a plan forward The plan should make clear that ws holg the Zonsortium
accountable for the casts to our companies and should insist on the Consortium aroviding a
realistic ptan that can be executed by the Consortum to fabncate and deliver the submodulas in
a timely manner to complete the projact on schedule

Plaase call me soon 1o further discuss this matter
Sincerely

//M

LA onme N, Carter

LNC ath
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Carter, Lonnie

From: Crosby, Michael

Sent: Frday, March 21, 2014 643 PM

To: Carter, Lonmie

Co Singletary, RM, 'CHERRY, WILLIAM (WILLIAM CHERRY@scana.com|’; Crosby, Michael
Subject: Modules and Pegasus

Attachments Pegasus Letters pd!

Lonnie,

Sorry for the long note ... Amy told me you were getting lined up for a trip to the farm.
It has not been one of my better trips.
Following are few notes.

I'm on the road home (next 2-1/2 hours) ... so call if you would like talk now or anytime
this weekend.,

Modules
CA20 hook has slipped another week ... CB&1 now saying Apr 15 ... but with little
confidence.

MAB performance has declined over the last conple of weeks.

The latest excuses are:
o Crews are tired and making mistakes which have included 2 or 3 recent safety
stand-downs,
o Absenteeism ... folks dragging up ... not coming in on shift
o Cannot find and gualify welders.

Archie and | made it clear (again) that CB&I has not committed the proper resources to
the job ... the folks are tired for a reason,

It becomes more apparent each day ... the problem is broader than just craft resources ...

there is a site leadership deficit as well ... a point that we also made clear.

Vogtle set CA20 ... Mar 8 ... we will be more than a month past that.

Pegasus

Confidential Treatment Requested by Santee Cooper ORS_00008908
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Pegasus has two (CAO03) POs with CB&I ... one for Unit 2 ... one for Unit 3,

I do not know the value of the existing POs ... but believe each is worth around S6M ...
based on conversations with Randy Harrison (CB&I).

Steve Byrne ... forwarded me the attached letters between Pegasus & CB&I ... which
sheds light on where the negotiations stand ... but provides only limited detail on the
issues that divide the companies.

Following is my summary of the letters,

Pegasus, Mar 6 letter ...
e Proposal ... sceks modifications to the existing POs:
= Muodifies total cost and billing structure.
Requests S2.2M payment up-front
Requests waiver of LDs
Alleges that an (on-site) senior CB&I emplovee was instrumental in
developing the proposal.

CB&I, Mar 11 letter ...
e Rejects Pegasus (Mar 6) proposal ...
o Requests Pegasus revisit its assumptions and resubmit plan with substantial
reduction in pricing and terms
Requests auditable accounting of activities to validate Pegasus payment
requests received to date,

Pegasus, Mar 14 letter ...

e Claims Mar 6 proposal is the product of 14 months of lessons learned regarding
project performance ... and re-implicates the CB&I on site representative’s
involvement in the proposal.

o Offers to sell ... the Pegasus Nuclear division ... all assets and liabilities ... to
CB&I for a price to be mutually agreed upon.
Deal would include and additional S136K payment to Pegasas to satisfy all
unpaid invoices.

o Pegasus Nuclear critical personnel would remain in place for a transition
period

o If offer is not accepted ... Pegasus intends to close the doors on Mar 28 due to
material deficiencies in contract performance by CB&I

940 /G abed - 3-0/€-2102 #19X00Q - 0SOS - Wd 91:9 ¥ Jequaldag 810z - A3 114 ATIVOINOYLO3 13

Pegasus, Mar 20 letter ...
¢ Provides SCE&G with a 10 day notice of its intent to terminate the CB&I purchase
orders for breach of contract ... reasons which have been documented in prior
communications with CB&L

-
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e Pegasus regrets this option ... but CB&1 has not responded to the its Mar 14 letter.

I spoke with Randy Harrison again this afternoon ... he will be forwardinz some high-
level CB&T talking points on this issue probably later this evening.

Randy offered to schedule a call with Lyash if necessary ... whenever suits,

mre
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santee cooper’

INTER-OFFICE COMMUNICATION

Date: February 13, 2017
To: Board of Direclors
From: Lonnia N, Carler, President & CEOQ

Subject: Board Meeting

Lady and Gentlemen

We look forward to seeing you on Tuesday's Board meeting at the McNair Law Firm, Suite
1800, 1221 Main Streef, Columbia. The formal meeting begins at 1:.30 pm, lunch will be
provided at the meeting room atl 12 30pm

As we approach the joint Board meeting, please allow me 1o share a few thoughts, First, as
background for the meeting, the following facts are pertinent

1. Money paid to WEC thus far (100% ). $6.6 billion
2 Remaming funds to be pald under $6.082 billion fixed price option (100% ) $4.2 billion

3 Current contract completion dates: Unit Two—August 31, 2019 Unit Three—August
31, 2020

4 PTC deadhne date under current law. December 31, 2020

5 WEC estimated schedule variance pnor 1o Toshiba announcement. Unit Two—163
days (February 10, 2020) Unit Three—26 days ahead (August 5, 2020). Owners
deem these figures unreliable.

6. Current work productivity factor average for fas! 3 months .7% monthly Project
completion for Oct-Dec of 2016, currently taking 3 hours of activity to complete 1
hour of work
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7. Owners' completion calculation using above productivity factor 69.1% of Project
remains to be completed. Project construction progress must increase to 2.3%
per month to meet current contract completion dates.

Tomorrow's announcement by Toshiba will be a continuation of the uncertainty facing the
completion of Summer Units 2 and 3 brought on by Toshiba's accounting scandais.  Following
the announcement, the Owners will need to, among several things, monitor the fiancial
community's backing of Toshiba Tomorrow, there are three major themes to discuss with the
SCANA Board and reach a general understanding

- — e
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1. WEC/Toshiba Solvency. Can and will Toshiba provide lunds to compiete US
nuclear construction? Owners of the four US units are WEC's largest creditors, we
should not prepare 1o pay any further money over fixed price without taking control of
WEC through bankruptcy

2. Schedule/ Productivity. Any new schedule must be fully resource loaded including
materials (commaodities), equipment, and people (hours) Owners should not accept
any new schedule without venfying tha! the schedule can be accomplshed and
subcontractor CEO's have signed off To maintain stakeholder and regulatory
credibifity, Owners must publicly decline to endorse schedule until banchmarks
established for the first six (6) months of the new schedule, measured agains! the
Contractor's performance, confirm the credibility of the new schedule

tN )

CORB Report. Critical to Project progress. what is SCANA's plan with respect 1o
the CORB report, which recommended in November of 2016 that more Owner
management was needed in three specific areas of the Project (infrastructure,
execution, and schedule quality)? This is consistent with Santee Cooper's position
all along, the Bechtel report delivered in October of 2015, and now bankruptcy
altorney Paul Singer last week

Thank you in advance for your guidance and leadership tomorrow in this important meeting
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santee cooper

Lonnie N. Carter

President and

Chief Executive Officer

(843) 761-7039

Fax: (843) 761-7037
Incarter@santeecooper.com

June 26, 2017

Larry J. Hinz, Chairman

Central Electric Power Cooperative, Inc.
P. O. Box 1455

Columbia, South Carolina 29202

Robert C. Hochstetler, President and CEO
Central Electric Power Cooperative, Inc.
P. O. Box 1455

Columbia, South Carolina 29202

Subject: Response to the Extension of the Interim Assessment Agreement (IAA} for V. C.
Summer Units 2 and 3 Letter Dated June 23, 2017

Gentlemen,

Thank you for your immediate and supportive response of June 23, 2017, to my letter advising
that the Santee Cooper Board of Directors would today consider an extension of the Interim
Assessment Agreement (IAA) for V. C. Summer Units 2 and 3. As you are aware, the Board at
its meeting today did extend the IAA for forty-five (45) days through August 10, 2017, together
with authority for an additional IAA expenditure of $50 million, bringing the total IAA expenditure
authorization to $300 million. You have a copy of that approved Resolution, and we are grateful
for your attendance at today’s meeting to observe this decision firsthand.

During discussions today, our Board was clear in its resolve to reach a final decision on new
nuclear construction and bring the IAA to a close at the earliest practical opportunity. This could
occur as early as mid-July. We are hopeful that Central will be in a position to concur at that
time, and ask that you let us know what further information or assistance we might provide your
team as you continue to consider this matter.

910 |9 8bed - 3-0/¢-210Z # 19900 - 0SdOS - Wd 91:9 ¥¢ Jequialdes 810z - d3 114 ATIVOINOYLO3 13

Again, Santee Cooper deeply appreciates the leadership position that the Central team has
taken on new nuclear construction, and I look forward to working with you on this matter going
forward.

Sincerely,

LY

énie N. Carter

LNC:cgb

PO. Box 2046101 | Moncks Gorner, SC 29461-6101 | One Riverwood Drive | Moncks Cormer, SC 29461-2001 | (843) 761-8000
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From: Carter, Lonnie

To: "Rob Hochstetler"

Cc: "Tiencken, John"; "Mike Couick (mike.couick@ecsc.org)"

Bcc: Carter, Lonnie; Crosby, Michael (michael.crosby@santeecooper.com) (michael.crosby@santeecooper.com); Tye,
Marc; Pelcher, Steve; Cherry, Marion; McCormack, Greg

Subject: RE: Nuclear Follow-up & Clarification

Date: Wednesday, May 03, 2017 10:27:00 AM

Rob,

Thank you for this emalil reiterating Central’s position on our ongoing nuclear analysis. Your
candor is appreciated, as well as your desire that our companies fully communicate with one
another as we proceed to a determination of the future of the nuclear Project.

We are all working under deadline, dealing with voluminous raw data that requires analysis
and interpretation before it can be utilized, on an impossible schedule. This is why we took
the extraordinary step of providing information access to your team so that your review is
unfiltered, and why Santee Cooper’s 3-man analysis team is beyond fully engaged on data
review and assimilation at this point.

You have my commitment that, once the SCANA/Santee Cooper team has reached a
decision point where the Project schedule and cost to complete can be reliably estimated,
which we believe will occur by the end of May, we will make our analysis and information
available to your team as quickly as possible.  Additionally, our team will be prepared to
discuss in detail the findings, assumptions, and analysis that derived the result being shared
with you. Said differently, we will fully disclose to you what we have at that time, and work
with your team to ensure that the disclosure is fully understood and beneficial to your
decision.

Santee Cooper’s Board-authorized assessment period expires on June 26. If possible, |
would like to avoid requesting an extension, but if there is no clear agreement on a path
forward by that time, we will have to do so. One of the driving forces pushing us to bring
the analysis to conclusion is an average daily Project burn rate for Santee Cooper of $2.015
million. To try to establish a timeline to help us both reach a decision between the end of
May and June 26, | propose that you, Mike Couick, and John Tiencken meet with me
immediately after the May 10 Central Board meeting for a few minutes. Please let me know
if this suits your schedules, and | look forward to working with you on this critical matter.

Thanks,
Lonnie

From: Rob Hochstetler [mailto:RHochstetler@CEPCI.ORG]
Sent: Monday, May 01, 2017 5:48 PM

To: Carter, Lonnie

Subject: [EXTERNAL SENDER] Nuclear Follow-up & Clarification

WARNING: This e-mail is from an external sender. Use caution when opening attachments
and clicking links.

As you and | know, Santee Cooper, SCE&G and Central are working hard under tight schedules to
come to conclusions regarding next steps at Jenkinsville. In the busy-ness of this undertaking, |
wanted to be sure that | had expressed clearly—even at the risk of repeating myself —one of
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Central’'s overarching needs: access to the information necessary for us to reach conclusions
satisfactory to the Central board.

Let me give you an example that does not indicate any lack of cooperation but rather is simply a
means of explaining my point. The other day in a conversation with Mark Svrcek, Michael Croshy
referenced the amount of work Santee Cooper was facing and the resulting lack of time/resources
that could be given to meeting Central’s needs for information. | think Michael was simply explaining,
not complaining and his is a fair-enough point.

The reason for this email is not to disagree with Michael’s statement, but rather to express the hope
that everyone understands that, for whatever reasons, if Central does not have the information it
needs by whatever deadline, we may not be able to support Santee Cooper’s recommendations. |
state this again just to be clear.

Additionally, when the information we need is limited by confidentiality restrictions, our decisions
may be delayed due to our desire to share certain information with other stakeholders that are
important to us, such as ORS. As you would expect, we have taken the confidentiality agreements
guite seriously and continue to maintain a wall around the information being shared within a limited
number of people working with Central staff.

The Central board will not allow me to take responsibility for information not made available to us in
time for a systematic review. Our team continues to work diligently in preparation of results from
the “Team of 20,” but any lifting of confidentiality restrictions and timely answers to our on-going
guestions can only speed up our process.

Rob

Robert (Rob) C. Hochstetler, P.E.
President and CEO
Central Electric Power Cooperative, Inc.

Address
20 Cooperative Way

Columbia, SC 29210
1750 Burning Tree Lane for some Map Applications

Phone
0: 803-779-4975
C:803-602-2536
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WARNING — This e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted
source.
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If you have questions, please call the Technology Service Desk at Ext. 7777.
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